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Global Trade and Participation

Advisory Group on Trade Finance

1.Complex Interactions: The ecosystem 
reveals an intricate network of stakeholders, 
with complexity that might harbor illicit 
opportunities if unchecked.

2.Potential Vulnerabilities: The myriad 
exchanges among participants present 
exploitable points for illicit financial flows 
without stringent controls.

3.Role of Technology: Technology enhances 
efficiency but, if unchecked, can be a gateway 
for illicit actions.

4.Regulatory Importance: Governments and 
regulators are pivotal in ensuring transparency 
and curbing illicit flows in the ecosystem.
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Global Trade Finance

Advisory Group on Trade Finance
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Blockchain Interoperability
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Blockchain Interoperability

1.Foundational Trust:

1. Trust is the core of any blockchain platform. For interoperability to be effective, participants must 
inherently trust the structure and operations of the involved platforms.

2.Interoperability: A Collective Decision:

1. Deciding on interoperability is not a singular choice. It involves multiple stakeholders coming together 
to make a joint decision. Trust and collaboration are paramount in this process.

3.Business Model Layer and Governance:

1. For interoperability to be successful, two ecosystems need comparable governance models, backed by 
a solid legal framework and commercial agreements.

2. The trustworthiness of participants is ensured through stringent governance. A robust onboarding 
process is essential, especially in scenarios like the KYC network where the actions of one entity can 
influence the decisions of others.

4.Technical Feasibility vs. Operational Compatibility:

1. It's not enough for two platforms to be technically compatible. Their underlying operational strategies, 
governance structures, and legal frameworks must also align for successful interoperability.
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Illicit Financial Flows

1.Trade-Related Activities:

2.Corruption & Governance:

3.Organized Crime:

4.Resource Exploitation

5.Security & Conflict
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Illicit Financial Flows

1.Trade-Related Activities:

1. Blockchain offers significant deterrents against trade-related illicit activities through 
transparency, traceability, and auditability.

2. Key activities like trade mis-invoicing and abusive transfer pricing can be counteracted 
using smart contracts and public ledgers.

3. Blockchain's ability to offer transparent ledgers and timestamping can be pivotal 
against base-erosion and profit-shifting practices.

2.Corruption & Governance:

1. Blockchain, with its traceable and transparent nature, can act as a deterrent against 
activities like bribery and theft.

2. Blockchain can aid in the secure recovery of stolen assets through tokenization.

3. Anti-money laundering efforts can also be strengthened through the use of public 
ledgers and oracles.
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Illicit Financial Flows (Cntd.)

1.Organized Crime:

1. The table highlights the double-edged nature of blockchain in relation to organized 
crime. While it can act as a deterrent in some cases, such as counterfeit medications 
(through supply chain transparency), it can also potentially enable certain crimes.

2. Privacy coins and zero-knowledge proofs can potentially aid in activities like drug 
trafficking and human smuggling if used maliciously.

3. Blockchain can offer a mix of deterrents and enablers, depending on how it's applied in 
the context of cybercrime.

2.Resource Exploitation:

1. Blockchain can serve as a significant deterrent against resource exploitation. Activities 
like oil theft, illegal mining, and illegal fishing can be combated using supply chain and 
provenance tracking features.

2. Tokenization and public ledgers can help ensure the legality and origin of resources, 
thereby deterring illicit trade.
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Illicit Financial Flows (Cntd.)

1. Security & Conflict:

1. Blockchain can potentially enable terrorism financing if malicious actors exploit privacy 
coins and tumblers.

2. However, its transparency and traceability features can deter money laundering and 
illicit transfers of firearms and ammunition.
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Interoperability and IFF

1.Foundational Trust: Effective interoperability requires participants to trust blockchain 
platforms inherently.

2.Interoperability Decision: It's a collective effort, emphasizing the importance of trust and 
collaboration among stakeholders.

3.Business Governance: Successful interoperability demands comparable governance models 
and solid legal backing.

4.Participant Trustworthiness: Ensured through robust governance and onboarding, essential 
in influential scenarios like the KYC network.

5.Technical vs. Operational: Beyond technical compatibility, platforms must align 
operationally, in governance, and legally.
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Stages of IFF and Digital Technologies

•Acquisition:
• Sources: Laundering proceeds of crime, Abuse of power, Market/regulatory abuse.
• Facilitate: Digital underground economy.
• Mitigate: Tackle crime activities.

•Consolidation:
• Sources: Abuse of power, Tax abuse.
• Facilitate: Migration of traditional crime online, Telecom fraud.
• Mitigate: Boost transparency, Speed up e-government.

•Transfer:
• Sources: Market/regulatory abuse, Tax abuse.
• Facilitate: Online/mobile banking, Unregulated e-payments.
• Mitigate: Monitor suspicious transfers, Better info exchange.

•Obfuscation:
• Sources: Laundering proceeds, Tax abuse.
• Facilitate: Cryptocurrencies, E-commerce manipulation, Online gambling.
• Mitigate: Ownership databases, Improve due diligence.

•Utilization:
• Sources: Laundering proceeds, Abuse of power.
• Facilitate: Offshore e-accounts, Fake e-commerce, Offshore casinos.
• Mitigate: Identify illicit sources, Public-private collaboration.
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Challenges Ahead

•Multi-dimensional Challenge: Illicit flows intersect numerous sectors. Blockchain's 
properties can deter or attract illegal transactions.

•Legal vs. Technology: A balance is needed. Technology isn't the sole perpetrator; rapid 
advancements sometimes surpass legal norms. Addressing IFFs requires strong legal 
foundations and tech tools.

•Risk vs. Reward: Technologies like Tor can be dual-use. Over-reliance on tech surveillance 
might not always prevent crime and can infringe on privacy.
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Possible Strategies

•Holistic Approach: Combine digital tools with legal structures. Address global internet 
nature, national variations, and diverse stakeholders.

•Risks vs. Rewards: Tools need to balance crime prevention with privacy rights. Differences in 
national implementations can make some regions hubs for illicit activities.
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Conclusion

•Dynamic Landscape: Combatting illicit flows is an evolving challenge in a decentralized, 
borderless digital world.

•Adaptive Solutions: Strategies serve as responsive measures to technological advancements 
and are not fixed solutions.

•Predictive Approaches: Essential to anticipate emerging threats and potential risks from 
future technologies.

•Holistic Strategies: Emphasize legal structures, international alliances, and robust public-
private partnerships.

•Balance Innovation with Regulation: Ensure that addressing illicit flows doesn't stifle the 
positive potential of the digital economy.
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